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Q: The first question is, #r. President, with 211 that's hzppening,
how do vou see the future, especially how do you see the future of the
Pzlestinians? We know what your policy is regarding the PLO, but the
Palestinian people is something else. So how do you see their future?
What hopes do you have? .

THE PRESIDENT: I think their problem, of course, has %p be resoived.
My own view-is that there hasn't been eny effort to really find out what
are the precise desires of the Palestinizn people. Was it just the PLQ
thet wenied,a nation or do the Palestinians; would they, meny of them,
for example) zfter 211 these yeears, want to remain &s inhabitants and
citizens of Lebanon once that situation is streightened out?

Are there others who came from other Arab countries who would like to
return to those countries?

v . A
This a]? has to'be determined; the Palestinians' own desires
to be a party of the negotiations.

So this is the main problem that we must continue to work on a
is why I'm so impatient to get this present situetion settled, to ge
PLO out. MWe're & little more optimistic now. They zre 2t lezst down
discussing the actual techniczl probiems of the PLO moving.

Now, some of the holdup there is the willingness of Arzb couRtries to
take them. Some have indicated thet they wouid -- there's no couniry thet
hes seid that it will take them 211. So they would have to be separzted.

Then, we need the removel of the other forces, Syrian and Israeli,
from Lebanon. And there, also, the very great problem that hes to be
settled -- the factionelism that ezbout eight veers aco divided Lebznon.
They must be brought together becezuse each one of those factions has its
own miiitie, which isn't exactly the way to run & country.

Q: But do you still see & chence for a general setilement &t some
point? ’
E Lol
THE PRESIDENT: Yes, 1 do. Both Fovpt and Israel heve expressec their
willingness “- Eoypt particu?ar1y,_in spite of much of the bitterness thz-'s
been rzised now in Lebeanon with this problem, sti1] determined t¢ co forwer
The next step in the-Cemp.David process is the sutonomy Ye =The Pelestinisn
beople. “

.

G: Another question. The Europeens have hed the feeling s<nce the early
ceys of the conflict thet the U.S. was more or Jess powerless vis-z-vis Israe)
enc there were two interpretations. One, thzt basiczlly the U.S. enc Isreel
ecree es to the objectives anc the eims of the Israelis end therefore zhere
is nc powerlessness there.

Or, second interpretztion, that the U.S. hzs no leverage on Isrzel.

THE PRESIDENT: 1It's been such an embiguous situation during the fighting.

But I hezve sent some rather firm messages. ] know that the press hes ]
emphasized the Isrzeli retaliation &t the brezking cf *he cease-Tires. And
there's no question of their out-of-proporiion retzliztion.

en the other hend, the PLC hes in marv, i
the ceese-fire end then hes come the
I szy, out of preportion. [ weoncer |
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Une emdicuity of the situetion is if Israe) uses the weepen
we've provicded for pffensive purposes, they are vioizting the 2
ne hzve questionec them on this and have indiczted =p them that
be coming close.to this violation.
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On the other hand, they crossed the border into Lebanon in response
to the trtillery and rocket attacks across their border into Israel that
&pok human 1ife and did damage to villages along that border.

; :
v .. 20 they clzim their advance, and wifh some merit, is defensive.

The original purpose wes to advance far enough to prevent an artillery
attack from being able to reach the Israeli border. But then thev found
their forces under attack. '

Well, do you stand there and die? And i¥ you reireat, then they azcain
shell over the border. So they zdvanced further and they advanced 211 the
wey to where they are now.

This is what I mean zbout whether this is a hard-and-fest case of them
being on the offense or whether they've been purely defensive.

So,s2s I say, it is an ambiguous situation, but we have been -- with
Ambassador Habib doing whet I think is & magnificent job, bringing us ever
closer.to a solution of-this problem. In recent days, particularly, I have
mede it plain to Israel that their over-reaction to the point that innocent
people areisyffering wnd being wounded and killed by their retaliation to
the PLO attatks cannot be ignored. :

Q: 1 hope thzt eventually you settle the problem in Beirut. ;’
— '—M - -

THE PRESIDENT: Well, we're ceutiousiy optimistic now.

Q: A1l 2long your Europezn tour last June you insisted that, contrary
to the diserrey in the Atlantic Alliznce zt the time of the Carter Acminis-
tration, the relationship between Europe and the U.S. had never been better.
Then came the dispute over the gas deel. What is now your judgment on the
stzte of the Alliance? . :

THE PRESIDENT: 1 believe the zliiznce is strong. The fundamental :
velues and shered interests which have elweys united us are, and wil] remzin,
much more important and enduring then the issuves over which we differ from
time to time. Differences of view zre not new within the elliance; they zre
the hzlimark of consultations among free and sovereign states.

The issues which have bothered Europe recently are primarily economic;
they do not affect directly the funcdementzl interests -- in security and
relzbed issues -- on which NATO is based. 1 don't went 10 uncerestimzte
the seriousness of these economic issues; but 1 do think we will successTully

resolve them.
; '

4

;. Let's not forget that we mede reez) progress at Verszilles and subsequently
in & number of important economic zrezs. We initiated & new process of
economic policy coordinetion, undertook z joint study of the effectivene

ss
of exchenge merket intervention, agreed to & new OZCD export credit: grrzncement
© which reduces export credit subsidies -- including those to the Soviet Union --
v &nc¢ narrowed our differences on importznt Norith-South issues. Meantims, the

e1lied consensus on security, arms control, end cevense is intzct; in fect,
thet consensus was strengthened zt the Bonn Summii znd hes been rezffirmec
in our discussions since. then. -

Q: In this same context how do you assess the reletionship between your
[l country end France? Originally it seemed Americaz had no periner more fzithfu)l
ﬂ then Socialist France. Because of the gas issue the French Government has
| returned to its familiar dissenting role in the Alliznce. Cheysson is much
{ blunter than his European colleacues when he warns of & looming “divorce”
Setween Weshington &nd Europe. Whet iS vour answer ¢ such pessimism®

iAnT
MORZ

-, Approved For Release 2009/03/26 : CIA-RDP83M00914R000500110054-0 .- - -




-3- B

s " Approved For Release 2009/03/26 : CIA-RDP83M00914R000500110054-0

SICTNouT, b1

< . rrLiULhG T don't even think we £z~ = irizl seser o o be
s€iios, 1 oremain opiimistic, enc I believe *here ere SCURC hCtioric reasons
Ter myv cptimism. Frence and Americe have close bilaterzl ties thet ¢t back
Tt the times cf our respective revolutions and we hzve ¢imeys been the
sirongest of allies. Of course, our reletions heave hac their ups end downs.
. But the U.S. highly values its alliance with France as I velue my excellent
reiztionship with President Mitierrand. We've had a number of very useful

end productive meetings and just recently I received an exceptionally warm

and persona) message from him in response to my congratulatory note on the
*occasion of Bastille Day. With respect to the gas pipeline issve, I acree

with Chancellor Schmidt's characterization-of this as a.-"Tamily cuarrel™.
“ETke=family issues, this one can and will be resclved. It is not “grounds

for divorce". Close, constructive and privete consultations are in'order, but

we sizrt with the advantage thet discussions of our. difierences buile on

deep bonds of common interest and values that far transcend isolated problems.

- b

Q: What about this apparent contraciction between your diplomatic
objectives? On the one hand you cencel the grain embargo orderec by vour
predecessor and keep on selling grein to the Soviets. On the other you
object to the Europeans building the pipeline.

THE PRESIDENT: U.S. policy toward Easi-West economic relztions seeks
to bring economic ties with the East in line with our security objectives.
At & time when we face a massive Soviet militery buildup, it's inzppropriste
to encourage increased dependence on the Soviet Union by energy imports or
subsidizing credits. New projects like the pipeline have both real and
Psychologicel consequences for our current security interests. The pipeline --
built withisubsidized credits -- would increase Western Europe's dependence
on the East'and would add to the Soviet Union's capecity to earn herd
currency. By contrast, U.S.-Soviet grain trade poses no security problems.
The sale of grain to the Soviet Union does not contribute o Soviet tech-
nological capabilities nor does i% provide them with = source o7 much needed
hard currency as the pipeline will -- indeed grzin szles declete Soviet
Toreign exchange.

i The main issue regarding the pipeline sanctions, however, is.the Poland

situetion. We imposed sanctions on the Soviet Union in December 1581, not

because of these specific security concerns zbout the pipeline, but beczuse

oF our desire to advance reconciliztion in Poland. These senctions were not

intended to be a sweeping &11-inclusive attempt to cut off &1l trede. Rather,
\ they were meant to make 2 clear politica) stetement: we rejected Soviet
behavior towerd Poland and wanted them to reconsider the consecuences of their
repression in Poland. 1 did not embargo crzin in December 1987 or suspenc

the existing one year extension of the U.S.-USSR gregin zgreement. Such an
embzrgo would be ineffective because of crain's aveilebility on the world
market. But I did postpone the nepotiztion of & new Tong-term zoreement with
the Soviet Union, and that sanction remzins in place. Moreover, I hzve giways
made it ciear that the sanctions will be reconsidered when there is sicnificant
“progress toward genuine reconciliztion in Polend. Uitims<e recenciliztion would
jrecuire an end to martizl law, the release of poiitical prisoners, inciucine
Lech Welese,”and & resumption of ¢izlogue between Soticerity, the covernment,
TCTIE Church.

! Q: Europeans havk the impression you've Jaunchec en 211 out gifemsive
egeinst them. Not only regerding this ges contract but 2150 on steel end
egriculturel exports to the U.S. How 6o you justify your Administretion's
policy in this respect?

THE PRESIDENT:_ A1l this telk of & "trede wer" is cimplv prewge. it
ossly cistorts the dimensToNS 6T Tfie prooiem, in much ine Seme wey thet
e term "economic warfare", which sone people use to describe U.S. sanctions
ginst the Soviet Union, distorts the fezcts of our Zesi-wes< poiicv. OF
urse, there zre some differences of opirion on trede issues between the
ited States and Europe. But we &re trying io resclve these prosiems in
mutually acceptable wey, using preoper lece]l procecures. .
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Steel and zgriculture are certeinly key areas. Our gctions on steel

neve been carried out in strict eccorcence with ULS. Tea, anf oaz ir: sureenst
ergegec in intensive discussions with £C gllietors irving to
rezch egreement on & settlement eccentetb! ec Teomeweinot2

[Yighare
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nooil Agreement on Trede end Teritfs) to iry enc resolve our ¢ifferences.
certezinly no intention on our pari 1o disrupt or damage our

iv important economic reletionship with Europe. It worlc be fool-

V
ge sc in any event, given that Western Europe is our lezding
N :
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Q: Another recurring complaint: You overiook the interests of the
Alliance, your economic strategy has consequences (high deficits, high
“ ‘1nterest rates, high dollar) that only worsen the problems of the West as
% ¥ whole. What is your rezction to this alleged selfishness on the part of

_ the U.S? Hhelmut Schmidt argues: the beét security for the West is a strong
) etonoty. ” . :

THE PRESIDENT: 1 agree with Chancellor Schmidt that stronc Western
economies are vital to our defense. In fact, my first priority upon enzering
office was to develop a program for Americaz's economic recovery. The most
important thing the U.S. can do to promote Western economic recovery is to
lay the groundwork for sustainable, non-inflationary growth. And we are
doing just that. But it's going to be & long and difficult process to correct
the problems-of twenty or more years. '

On interest rates we are very sensitive to the problems these cause,
both in Europe and in the United States. We don't like them any more than
you do. A start has been made towards bringing them down in the U.S. and
we'll continue to do so0. Just this week the prime rate declined to 15 percent.
That's still too high, but certzinly is a considerable improvement over the
21 percent'gy AdminiStration inherited. And inflation is averaging 6 percent
ennually compared to 12 percent when I took office. ‘

Q: What is your concept of the Aliiance? Should NATD be & partnership
between true equals or is it rightly so for the U.S. to look as being more
equal than the others2 Isn't Schmidt contradicting himself when he says
the U.S. is laudeble when exercising leadership but that giving orders is
not zcceptable? What is your opinion on Schmidt's views?, :

THE PRESIDENT: Let's remember: NATO is a pertnership of sovereign

i democratic states founded on the principles of consultation and consensus

and designed to achieve one objective -- to deter and defend agzinst Soviet
eogression, a task which it hes successfully fulfilled for over thirty years.
In any voluntary alliance of proud, sovereign nztions, whose joint decisions
zre rezched by free consensus and not by the kind of coercion we see inside
the Wersaw Pact, there are bound to be giszgreements and differing viewpoints.
1 believe that the United Stztes has played, end will continue to play, &
useful, leading role within the Alliance Tremework of consultations.

et

My administration is committed to meintzining and improving the process

of consultation among us. This is demonstreted by the success of. the Bonn
Summit and our continuing efforts to &dd breedth and cepth to our ellied
*¥izlogue on th® broad spectrum of issues which chelience us. RNzturzlly, we
fuTly respect the right of our NATO pertners to diszgree with us, and it is
through the,process of consulitztion thet we have trzditionally resolved

such differences. An zlliance such as ours can only function on the basis

of mutuzl respect and discussion of our ditferences. In that sense, I consider
‘thencellor Schmidt's Wews a positive contribution to the on-going NATO
cialogue.

Q: Are you still worried by the neutrzlist trend in Europe, especielly
in Germany?

THE PRESIDENT: VYour question reminds me of eancther and older one:
"Are you still beating your wife?" No, 1'm not still worried about neutralist
+rends in Europe -- &nd never have been -- because 1 heve alwevs hed confidence
in the overriding partnership which binds us in the pursuit of common security
zcainst a conmon adversary. That pertnership is firmly rooted in Westemrn
values, & fact that is particularly true of the Federzl Republic, whose
commitment to our joint defense is suhstentiel &nd unshekeble. VWhile I
recogrize thet a wide range of viewpcints zre curreni emong the German pubiic --
¢s they azre among the American public, and indeed the publics of &11 cenuinely
cemocretic societies -- I heave no doubt zbout cur Allience's commitment (o
cefencing our values and freedoms.
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Q: Wnat is your opinion of these views held in Europe:
detense in cese of & Soviet invasion is considered by the pzcifists as
suicide, why not build up conventionz] forces? Therefore, why con't you
order z return to the draft? Again, doesn't it seem your allies-are showing
more determination and more coherence than your country by sticking (211 of

uthem except Great Britain) to a formula of compulsory military service?

i

»+.«THE PRESIDENT: NATO's success<ul strategy of nearly 4 deczdes has
been based on the concept of deterrence -- prevention of war by meéintaining
@ sufiiciently credible defense so that the cost of any attack would far
exceed any potential gain. In view of the neture and size of the Warsazw
Pact military threzt, this means that NATO's military posture requires both
robust conventional forces and & credible nuclear pesture in NATO Europe and
in our strategic nuclear forces. 1% NATO meintains the capability 1o respond
effectively 1o any level of attack, either conventional or nuclezr, we
can meintain the peace. If we do less, we risk war. Therefore, even es

we seek evfective arms reductions to equal and verifiazble levels, our cefense
program and those of our allies must be directed toward improving the full
spectrum of military capebilities.

Since nuclear

Let me, add thet our progrem to imorove the posture of our conventiongl
Yorce deserles a special mention. Due o pest negiect, it's imperative thet
the United States and our NATD pariners work together 1o repair current
deficiencies in our conventionz] forces. That's precisely what the U.S.
detense program is designed to do. .

Regarding the Al1-Volunteer force, the fact is that it is proving itself
an unqualified success. Our field commznders are delighted with *he quality
oT their people. . . &@nd they should be. Lzst year, 80 percent of 211 enlistees
were high school graduates. This year the figures will be even better. There
is no doubt that the services zre recruiting high quality youth who zre proud
of their uniform. They're learning their skilis, meintzining a cood discipline
record, and reenlisting in record numbers. The dratt is simply not reguired
in today's Americe.

Q: Is z limited nuclear war in Europe part of your military options?

THE PRESIDENT: Our sirategy is oriented toward deterrence . . . period!
Maintzining the pezce is our sirztegy. We seek to preserve the security of
the North Atlantic area by means of & convincing deterrent posture &nd through
our commitment to seek militarily sionificant, ecuitable and verifiable .
egreements on the control and reduction of those armements which threzten
the security of everyone. - -

4. To spezk of limited nuclear war zs & military option misses the whole
poiht. The Allience believes thzt the most effective w2y 10 prevent war is
to discourage aggression. And we do this by meintaining our joint capability
to respond-in an epproprizte menner to zny level of zooression. At the same
time, 2s we hzve demonstrzted through our comprehensive znd rezlistic arms
rreduction proposals -<.intluding & dreft trezty on the tzbie in Geneva for
INF, the U.S., with the solid support of our zl1lies., stznds seconc 10 none
] est Tor erms reductions. We ere engaged in serious, 0ood-fzith

elks with the Soviets on reducing stretegic end intermecicte range nuclear

orces 2s well as on conventional force recductions.

3
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Q: Whet is your reading of the recernt releezse in Poland
icel prisoners? Under what conditions would vou be reegy
gttitude towerd the Warsaw doverhmenti?

THE PRESIDENT: We have been consulting with our NATO Allies on the
steps ennounced by the Polish government on July 21. While we welcome “*he
ennouncement of the relezse of & number of politicel priscners, : Targe
number of them still remazin behind bers, and we renew our zppezl for their
relezse. The continuation of martie) lew itself is deplorzble. We deeply
recret the appearent refusal of the Pelish zuthorities :o engage n & cizlogue
with Solidarity or indeed to acknowledge its right o exist

L}
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He zre in agreement with our allies -- the steps recently announceg
by the Polish lezdership fal} considerzbiy short of fulfilling the three
criteriz set in the Allded declaration of January 11, 1882. There have
been some encouraging indications of martial law easing, but by and large
the recent moves have been disappointing and there's certainly no ceuse to
celebrate in Poland. We continue to hope.that the Polish authorities will
rezalize how dangerous it is for Poland to‘maintain a stete of war between
Bhewgoverament and its people and that they will charige their course.

Our own policies will continue to be kept under review against this
backoround.

Q: Are you engaged in 2 crusade ageinst the Soviet Union? Is your
true aim the collapse of the communist regime in Moscow or do you only want
to meke containment work?

THE PRESIDENT: No, the United Stetes is not engaged in & “crusade"
egainst the Soviet Union. The U.S. Government has regularly stated its
interest in 2 more cooperative reletionship with the USSR as 2 means of
strengthening international peace and stebility. The U.S, however, caznnot’
accept Soviet adventurism -- as seen in Afghanistan and Poland -- angd Moscow's
unbridled military build-up, and my administration has eccordingly adopted
policies.designed to encourage Soviet restraint.

With regard to domestic atfairs, it is our view that the Soviet people
themselves must choose .the form of government under which they want to live.
T the same.time, the' United States tannot ignore the grest violations of
humzn rights!which regularly occur in the Soviet Union end other communis:
states. This administration“has mede clear to Mescow that these abuses,
1ike irresponsible Soviet behavior in the international arena, represent
2 serious obstacle to improved U.S.-Soviet relations.

It's important that we in the West not assist the Soviet military
buildup through subsidized credits, high technology selies, and other measures
which, in effect, enable the Soviet government to defer the hard &ecisions
it must make in 2llocating its scarce resources.

Q: Thank you, Mr. President.

END
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